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INFLATION REDUCTION ACT OF 2022

Navigating IRA Incentlves for Geothermal Solutions
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... Commercial and residential geothermal ro ects now
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« Learn what inspired this legislation and mcentlves 1)) D T~
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. Understand how the IRA incentives work and what opportunities
they present for HVAC and bulldmg design professmnals.
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- -+ Understand Geothermal technology and how these systems

- create opportunities for more incentives and rebates.
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Inflation Reduction Act Political Drivers

e

CLIMATEMASTER

./

RISING ENERGY
COSTS

O Brent crude oil prices up
254% from 2020 to 2022
(EIA)

O Henry Hub natural gas
prices up 239% from 2020
to 2022 (EIA)

Q Electricity prices up 13%
from 2020 to 2022 (EIA)

ENERGY SECURITY
CONCERNS

0 OPEC embargos of
1970s

O Middle East wars
O Hurricane Katrina

O Ukraine war

ENVIRONMENTAL AND
CLIMATE CONCERNS

U Major oil spills

U Kyoto Protocoland Paris
Agreement

0 ANWR lease suspension

d Weatherrelated events

ELECTRIC GRID
CONCERNS

U Blackouts, aging
mmfrastructure, threat of
cyberattacks

L Renewable reliability,
beneficial electrification,
electric vehicles

U Loss ofcoalbaseload
plants



Geothermal Heat Pump Political Drivers e @
CLIMATEMASTER

- @ 50 STATE ADDRESSES ONE OF THE LARGEST
k‘m—" TECHNOLOGY COMPONENTS OF US ENERGY CONSUMPTION
0 Ground temperature resource is available O Building sector globally consumes more energy at 34%
everywhere than transport sector at 27% or industry sector at 28%
O GHP systems are operating in all 50 states O Globally, heating and cooling accounts for 50% ofenergy

consumption and 39% ofglobal greenhouse gas emissions

y DOMESTIC TECHNOLOGY & RO BENEFICIAL

SYSTEM CONTENT <)_ELECTRIFICATION
0 Widely, components for drill rigs, tools O Renewable kWh production, air- 3 Electricity is becoming “cleaner”
heat d electri
and GHPs are US made soutee eat pumps and efectre Q —US CO2 per kWh is down nearly 40%
vehicles stress grid at peak
O Growth of GHP driving local job q . _ O Heat pumps are the best way to
creation at extreme rates GHPs provide maximum demand convert clean electricity into thermal

reduction when running 100%
energy



RESIDENTIAL GHP Tax Incentives ClﬁATEMASTER‘”
Inflation Reduction Act

Residential Clean Energy Credit - IRC Section 25D
30% of GHP system cost basis (26% 2033, 22% 2034)
No cap on total credit amount

FEDERAL INCOME Can be combined with solar and other credits

TAX CREDIT Can be used in more than one year

Can be used for more than one home
Credits are not refundable
Can be carried forward for a maximum of10 years
Exempt from AMT

Home must be located in the US

Includes houses, cooperatives, condos,
mobile homes

Does not have to be main home
GHP must meet Energy Star require ments
Placed in service before 12/31/2034

Does not include ductwork or downstream
distribution systems

ELIGIBILITY




OTHER INCENTIVES e; @
CLIMATEMASTER
Inflation Reduction Act

Home must meet or exceed most recent Energy Star criteria
NEW ENERGY EFFICIENT $2500 tax credit (up to $5000 credit if “zero-energy”’ready)
HOME CREDIT Home acquired before 1-1-2033

For Home Builders

Must exceed ASHRAE 90.1 2007 requirements by 25%
0.50 to $1.00 per square foot (max based on 50%

ENERGY EFFICIENT COMMERCIAL ~ Savings level)

EIE: ::.:

. BUILDINGS DEDUCTION 2.50 to $5.QO per squarc? foot if meets prevailing wa.g.e
For Commercial Can be assigned to design team for tax-exempt entities
Buildings Placed in service after 12-31-22
U UTILITY INCENTIVES Residentialand Commercial rebates are available

In many areas
For GHPs



COMMERCIAL GHP Tax Incentives

e

CLIMATEMASTER

Inflation Reduction Act Section 48

Geothermal Tax Credit Incentives

AN NN Y NN

The IRA extends Section 48 under a two-tiered structure
Increased from 10% prior to IRA

A base rate of 6%

A bonus rate of 30%

30% of total GHP system cost basis through 2032

Step down to 26% in 2033, 22% in 2034, sunsetting 2035

Bonus Rate Qualifiers

v

AN NI N NN

A project with a maximum net output < 1MW of electrical or
thermal energy

or

Meet prevailing wage rate and apprenticeship requirements
or

Projects commenced within 60 days of published rules
November 30, 2022, the IRS issued Notice 2022-61
Construction started after January 29, 2023

GEOTHERMAL TAX CREDITS

Bonus rate = 5X base rate

MADE IN USA .

ENERGY COMMUNITY -
2023 :
Total INCENTIVE 50
OPPORTUNITY -




COMMERCIAL GHP Tax Incentives e

CLIMATEMASTER
Inflation Reduction Act Section 48

Domestic Content Bonus ADD 10%

v' Up to 10% adder for domestic content

v’ Based on the percentage of the cost of iron, steel, or manufactured product
must be produced in the United States

v" Construction beginning before 2025 = 40%, in 2025 = 45%, in 2026 =
50%, after 2026 = 55%

Energy Communities ADD 10% GETTING FROM

30% TO 50%

Up to 10% adder for energy communities

Census tract or adjoining tract with coal mine closed since 2000, or
Census tract or adjoining tract with coal plant closed since 2010, or
Defined as "a brownfield site" by the EPA, or

Area with 0.17% employment related to coal, oil or natural gas with higher-
than-average unemployment, or

Area with 25% tax revenue related to coal, oil, or natural gas with higher-
than-average unemployment

DN NI N BN



COMMERCIAL GHP Tax Incentives e

CLIMATEMASTER

Inflation Reduction Act Section 48
Energy Communities - National Coverage

Energy Community Coverage
Additional 10% Tax Credit
Up to 10% adder for energy

communities

Census tract or adjoining tract with
coal mine closed since 2000, or

Census tract or adjoining tract with
coal plant closed since 2010, or

Defined as "a brownfield site" by
the EPA, or

Area with 0.17% employment
related to coal, oil or natural gas
with higher-than-average
unemployment, or

v' Area with 25% tax revenue related
to coal, oil, or natural gas with
higher-than-
average unemployment

D N N N N

As of Sep. 14, 2022,

Map credit: Ciaralou Agpalo Palicpic.

Source: 5. Environmental Protection Agency.
@ 2022 S&P Global.



COMMERCIAL GHP Tax Incentives e;

CLIMATEMASTER

Inflation Reduction Act Section 48

- v 5-year MACR depreciation for GHP system

AN NN

cost basis (less 50% oftax credit)

l v Eligible for bonus depreciation (80% 2023,
60% 2024,40% 2025,20% 2026)

Building located in the U.S.

Original use begins with taxpayer

Project commenced before 12/31/2034

At least 75% ofenergy from ground source

Includes bore field, heat pump, and certain
downstream items



COMMERCIAL GHP Tax Incentives e;

CLIMATEMASTER

Inflation Reduction Act Section 48

NON-TAXBLE ENTITIES
REBATES AND TRANSFERS

Non-Taxable Entity Rebates
v’ Direct rebate equal to credit for non-taxable entities

v" Non-profits, state and local government, schools,
tribes, electric cooperatives

Transfer or Sale of the Rebate
v" Can be transferred or sold

v The IRA added a provision to permit project owners
(other than tax-exempt entities) to make an election
to transfer the ITC to an unrelated third party.

v Equal to the amount that the third party paid for the
tax credit and it:

v" Must be paid in cash
v Not included in gross income of transferee

v Is not deductible to the transferor
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GEO ECONOMICS TOOL - IRA

CLIMATEMASTER

How it Works

difrsted PRI hamed o LIS GS0E
e i ar etimrating o ool ik e s Siscdsimer Tenmes & Somdlivens

Project Mame:|Example Office Building CIJMATEMAS]'ER‘

Conditioned Area (sq f: 50,000 Vertical Market | Office State:| Oklahoma |
sq ft per ton: T ST G e R AT & S T A TR e Manates et eE e (T e RRE A0ea S S SRty st Sditing aedmitig desd St
Calculated HVAC Tons: 125 EBrief Description: | i.e. 3 Story Structure | Business Type:l Pass-through Entities J

Geothermal Costs Conventional Costs

Geothermal HYAC Cnstper sq ft Conventional HVAC CDstpEr sq ft Installatlon Compa rlson
[_s12800 Jperton [_see00  Jperwon
[ S 1,600,000 |Total Geothermal HVAC Cost (S 1,100,000 |Total Corventional HVAC Cost Traditional HVAC $1’700'000

i.e. Rooftop single-duct WAV with electric terminal reheat

Ll ot Fecitbonm sl Spetams | Llemanie o Comnemticmal S Spctam: |

Additional Cost: $ 500,000 Geothermal $2,200,000

Lkility Rebate* 3 (25,000)
Net Additional Cost: 475,000 per ton estimate of utility geo rebate T Vanies hased s region andncenties. Sonsul g isealenergs rogram specislst o it

i.e. 30 EER geothermal heat pumps

Crther Installation Costs™: $ 125,000 |portion of electrical, plumbing and GC fees related to HVAC system (for either system) T (e G J00r EXREHERCE £ OO GUGTES {0 EliTISTE PR mruTlver G eothe |11 a I Savi ngs

Income Tax Rate: Corporate / Federal State Basp i IASIROSE (RRe 20 SESNE Labe B it Lt Tt
Energy Credit: Domestic Content Credit: Energy Community Credit: T Do arplinadue aredit st 5 wecer A5 Gidedses
Energy Inflation: T T st dgmiraly Aol sooearrie dndatian e dremerally detveen 2% o OF EE] IRA Tax credit 5860,000
Savings per =q fL in energy and maintenance T L eam i e e G o e s A il Vo ST U g 1 Sermalie Suslems
Arnual CostSavings[ _ §  37500]  calculated PrDjEEtCDmpIET.iDnYEar Project Completion Quan.erlIl

Savings per Sq Ft .75

GED DEPREC ALLOWANCE GEO DEPREC DEDUCTION GEDO TAX SAVINGS ™ CONV CASH FLOW GEO NET CASH FLOW

Special _ 5 Yr MACRS Special _ 5 Yr MACRS ax Cr _ Depreciation t _Ta 8 IV _ a Jepr Ded _ 5 Annual _ Cumulative
2023 BO0% | 15.00% % 1,020,000 % 38250 $ B50,000 $ 355,572 § (475,000)i & 1,205,572 % 9375 % 39,947 % % 10,554 $ 729,393 $ 729393
2024 34.00% % B&700 i & 2913 s 2813 $ 39375 % 48,506 $ % 10,554 § 57,952 % 787344 . .
2025 i 2040% i % 52000 P§ 17479 i 174791 § 41384 ¢ 58822 g $ 10,554 §  48269F & 835814 Geo CumUIatlve Sa\"ngs
2026 12.24% L 322 g 10487 § 10,487 3 43411 i § 53898 § H % 10,554 3 43344 % B78,958
2027 : 11.30% % 28815 £ 9,682 % 9,682 | % 45581 % 55263 § 3408 % 10554 3 44709 § 923,468
2028 7.086% ¢ 18,003 9 6,04% 9 6,049 1 47841 % 53910 & 31410 % 10554 % 43356 i 967,024 Year 1 S787’346
2029 : : i % 50254 ¢ 50254 ¢ 40f ¢ 10554 § 397000 & 1,006,723
2030 s s27e6i 8 s27s8| 0§ I40f & 10554 | 8 42212 § 104893
2031 § 55405 § 55405 & 31,410 $ 10,554 % 44851¢ & 1,093,787 S
2032 : ; $ 58175 §  5BITS $  34w0f & 10554 476211 § 1141408 Year 5 967'024
2033 i i i i i 8 el084i 8 e1084] 0§ 31410 $ 10554| § 505300 § 1191937
Camemion A oymams e genes b o 3951 (2.5 1 et i duprecation et o oo ot pesttdgrecistion s ance Simple Peyback Yoars: ° Year 10 $1,191,937
Analysis assumes a mid-quarter depreciation corwvention based on the substantial completion quarter Internal Rate of Return: infinite
Tax credits may be caried back up to 3 wears for credits arising in tax wears beginning after 1213122
Taw credits may be transferred [generally sold at some discount] to an unrelated party beginning in 2023
Energy creditlimited to 1034 and domestic content and energy community tax credits are not available for projects placed in service before 1 23




PRE- IRA REAL ECONOMICS

Non-Taxable Entity

CLIMATEMASTER

EfatE TS e o Clir e G
Tl fz s ecotimating food ooy Lk Mere for Diecdzimern, Fenms & Canditione %
Project Name:[Catholic Charities CUMATEMASTER‘
Conditioned Area (sq ft): Vertical Marke{:l Aerospace State:l Oklahoma |
sq ft per ton: T 400 50 00 100 6 5 (YOS e G ST AV COITIETCial Bl Variaiies (st eRfect thiE ineice QR ared and (ype, iReisHio Valies, Kghting nd g ead e
Calculated HVAC Tons: Brief Description: | i.e. 3 Story Structure | Business Type:| Non-Taxable Entities |

Geothermal Costs . Conventional Costs

Geothermal HVAC Cnst perzq ft Conventional HWAC Cnst per zq ft
per ton 54,501 per ton
S 737,120 |Total Geothermal HVAC Cost s 508,540 |Total Conventional HVAC Cost

Fiescrbe yoer Gecthenmal Sysrerm | Diescribe gour Canventions! HYAC Systerm: |

i.e. 30 EER geothermal heat pumps. i.e. Rooftop single-duct VAW with electric terminal reheat

Additional Cost: % 228480

Utiity Rebate* 3 (16,950)
Net Additional Cost. § 211,530 per ton estimate of utility geo rebate T Varfes based G FEQRTT GG ARCEIES R U A a SN ST SO Ao ARl
Other Installation Costs™: portion of electrical, plumbing and GC fees related to HVAC system (for either system) T Ry o Ll BRSSO £ OO UCHES 6 £ 3Tl Lls PaTbey
Income Tax Rate: IIl Corporate / Federal State Based oy buiSives8 fgpe and state tabvie in dnout Dats Tab
Energy Credit: |I| Diomestic Content Credit: |I| Energy Community Credi‘t:l 0% : T O anlivalle cradlt rate 5 under 459 Guidedines
Energy Inflation: Fie e et fgeicail A sommnmi il trends. Gemerally deteear S5 G T
Savings per sq ﬂ in energy and maintenance T & e S e ERRENEREE CF PO e A e inmal o ERtimate (S SEings 1 alfermalive Suslems
Annual Cost Savings 3 34,000 calculated Project Completion Year Project Completion QuarterlIl
GEO DEPREC ALLOWANCE GEO DEPREC DEDUCTION GEO TAX SAVINGS™™" & H FLO CO AS 0 GEO NET CASH FLOW
YEAR | 0 PEPREC ALLOVANC EPRECDEDUCTION |~ | NS v  GEOWET CASH
5 5Yr MACRS cial 5 Yr M 5 Tax Dep tio Tot Jep d Sav 5 Annual Cumulative
2023 i : i 5 $  BS00¢ 5 (203,030) s - 5 - § (203,030 5 (203,030)
2024 0.00% 5 - 5 - - § 35020 £ 35020 5 - H] - § 35020 S5 (168,010)
2025 ; 0.00% ; 5 - s - - s 36071 5 36071 5 - s - S 360711 5 (131839)
2026 ; 0.00% ; g - g - - § 37153 § 37,153 5 - s - § 37,153} § (94,787)
2027 : 0.00% ; 5 - s - - § 38267 § 38267 5 - 3 - § 33267 § (56519)
2028 0.00% 1] - 5 - - 5 39415 5 35415 5 - E] - § 39415 5 (17,104)
2029 g § 40598 § 40598 5 - 1] = S 40,598 5 23454
2030 s 418161 § 41816 ] - s - s 41,8161 5 65309
2031 5 43,070 : 5 43070 5 - 1] = § 43070: S 108380
2032 S 44382 5 44362 s - s - s 443821 5 152742
2033 i i ; 5 45693 ; $ 45683 5 - ] = § 456831 § 198435
Geaothermal HYAL systems are classified as "Energy Property” which are eligible for 5 ur MACR depreciation and a special depreciation allow ance . .
Conventional HWAC systems are generally only eligible far 33 ur (27,5 ur residential) straightline depreciation under tax code with no special depreciation allow ance Simple Payback Years: 54
Analysis assumes a mid-quarter depreciation convention based on the substantial completion quarter Internal Rate of Return: 14%
Tau credits may be carried back up ta Jvears for credits arising in tas years beginning after 12031122
Tax credits may be transferred [generally sold at some discount] to an unrelated party beginning in 2023
Energy credit limited to 103 and domestic content and energy community tax credits are not available for projects placed in service befare 11 23

Installation Comparison
Traditional HVAC $845,170

Geothermal $1,073,650

Geothermal Savings

IRA Tax Rebate SO

Savings per Sq Ft 1.00

Geo Cumulative Savings

Year 1 ($168,010)
Year 5 ($37,04)

Year 10 $198,435



IRA ECONOMICS
Non-Taxable Entity

dfpdiated FERST hased o curent dats

ClimateMaster i i s estimating focd cmly ok Mere for Sieciaimen, Fenmes & Cronaitions

CLIMATEMASTER

Project Name:lCathoIic Charities | CHMATEMASTER‘
Cnnd,{‘p—ﬁl Area (sq ft): Vertical Market| Aerospace State:| Oklahoma |

sqftperton: 300 | 7 4sginer o s s agnicatn of thumb o Eommercis buitings Warishies that eXEct (S inclict Gl 365 S (e, InslSticn vaties, Sahtig srd e ioad et

Calculated HVAC Tons: Brief Description: | i.e. 3 Story Structure | Business Type:| Non-Taxable Entities |

Geothermal Costs Conventional Costs

Geothermal HVAC Cust persq ft Conventional HVAC Cust per=q ft
per ton 54,501 per ton
§ 737120 [Total Geothermal HWAL Cost 5 508,640 [Total Conventional HVAC Cost

AT o R ST | i.e. 30 EER geothermal heat pumps e oo Crmeeminnat S Sstem |

i.e. Rooftop single-duct VAW with electric terminal reheat

Additional Cost: $ 228,480
Utility Rebate* & (16,950)
Net Additional Cost. S 211,530 [ $150 |perton estimate of utiity geo rebate T Viariess based s region sodincentives Comet oo sl enera o srecialiet for insiaht
Other Installation Costs™: portion of electrical, plumbing and GC fees related to HWAC system (for either system) T ey o Ot EREREROE OO UCTES 0 ERITRENE (8 uTiiver
Income Tax Rate: |I| Corporate / Federal State ERse o SUSIRERS (e GG State falie i dgpu Date Tat
Energy Credit: II' Domestic Content Credit: Energy Community Credit: T e grypliealie credlt rate 5 wder 454 Guedives
Energy Inflation: T T s fyricaly Aol i TS W (FEner sy Ficyloticy
Savings per sq ﬂ in energy and maintenance T & i oo e eyrenanee o o e A e oassinemal (o estimate this Sauings e atannatie Seems
Annual Cost Savings 3 34,000 calculated Project Completion Year Project Completion Qu arterII|
GED DEPREC ALLOWANCE GED DEPREC DEDUCTION GED TAX SAVINGS™"" 5 CO 5 O GEO NET CASH FLOW
5 ial 5¥r MACRS Special 5YrM 3 s tio X 2 3 v Annual Cumulative
2023 5 5 (211,530): § ] 5 219,555 5 - 5 = 5 219,555 5 219555
2024 3 3 k] - s 35020 § 35020 3 - 3 - 5 35020 ¢ 5 254575
2025 H 5 - ] = ] - $ 38,071 5 3607 5 - 5 = § 35071 5 290846
2026 ; 0.00% H - s - s - § 37153 § 37,153 5 - s - s 37,153 § 327,798
2021 P n00% 5 - 5 - is - i s 38267) 5 33267 5 - 5 - S 33267) S 366,066
2028 i 0.00% 5 - s - [ - S 39415 s 39,415 5 - s - § 39415% 5 405481
2029 g ; s § 40,598 | S 40,598 s - 5 - § 40598 S5 445079
2030 5 41816 & 41,316 5 - s - § 41,816 § 437304
2031 s 43070% 5 43,070 S 5 - § 43070 5 530,965
2032 S 44382 ¢ 5 44382 5 - E] - § 44382 5 575327
2033 ; : i 5 45893% 5 45593 8 = s - 5 45633 5 621,020
Geathermal HYAC systems are classified as "Energy Property” which are eligible for 5 ur MACR depreciation and a special depreciation allow ance N
5i le Payback : i}
Corventional HYAC sustems are generally anly eligible for 33 ur [(27.5 urresidential] straightline depreciation under taw code with no special depreciation allow ance imple Fay ears
Analysis assumes a mid-quarter depreciation convention based on the substantial completion quarer Internal Rate of Return: infinite
Tan credits may be carried back up to 3 vears for credits arising in tax vears beginning afrer 12031122
Tax credits may be transferred [generally sald at some discount] to an unrelated party beginning in 2023
Erergy credit limited ta 1022 and domestic content and energy community taw credits are not available for projects placed in sevice before 111 23
— =

Installation Comparison
Traditional HVAC $845,170

Geothermal $1,073,650

Geothermal Savings

IRA Tax Rebate $422,585

Savings per Sq Ft 1.00

Geo Cumulative Savings

Year 1 $254,575
Year 5 $366,066

Year 10 $621,020



CLASS A OWNER-OCCU
CORPORATE HQ BUILDIN:




PRE-IRA REAL ECONOMICS

o CLIMATEMASTER
50% Bonus and 5 Year MACRS Depreciation

Hpdared F-FO-F3 hased on current dafa
Tl i o Eontimaiting Pocd cnly Lk Mere for Dieedzimen, Fenms & Conditions

5 Years Depreciation Allowance

Project Name:|Gulfport Energy HQ Building CL,MATEMASTER'
Corditionzd Area (zq £ 118,000 | Vertical Market| Office State:[ Oklshoma |

=q ft per ton: T ST 5@ R rer (oI5 & (s e o BN FOF GOTITRErCRa e, Y aratves et eXfet s neliae (RERS Sres and (e, Insisticn yaties, Sating amd g insd, efc

Calculated HVAC Tons: 407 Brief Description: | 2 Story Structure | Business T}'pe:l Pass-through Entities |

Geothermal HVAC CDstpEr sqft Conmventional HVAC CDstpEr =qft Installation Compa rison
per ton per ton
§ 3,462,120 | Total Geothermal HVAC Cast [§  3.052,660 | Total Conventional HVAC Cost aye $
LResenite o (Fecthenmal Syt ey | i.e. 30 EER geothermal heat pumps Liesenite o Coneniinmal S0 St | i.e. Rooftop single-duct VAW with electric terminal reheat Trad Itlo nal HVAC 3’237'339

Additional Cost: $ 409,460

Utility Rebate® 237,281 Geothermal $3,779,299

Met Additional Cost: $ 172,179 [ $583  |perion estimate of uility geo rebate Tine Waries dasedtcrs reion snd incentives Cansltgour focsl eneng proram specislist forimsiaht
Other Installation Costs*™: $ 443,086 |portion of electrical, plumbing and GC fees related to HVAC system (for either system) T PRy o Q008 ENRENENOE A OO QUGTES (G EOITRatE (R mmihes,
Income Tax Rat.e: Corporate / Federal St.at.e Bared oo BUsineRs W aid St (e frdgnt Diate ot Geotherma I Savings
Erergy Credit: Domestic Content Credit: Energy Community Credit:
Energy Inﬂar.inn: T This mumber fricall ol i atios tramdie (rederaliy b R -
Savings per sq ﬁ. in energy and maintenance Tt £ €61 o BHE ERTENERCE CF B (rusted AR pr R RSIna) I ESITIONE (AR SOVINES ¥R SNENnative SESems I RA Tax Cred It 53661793
Annual Cost Savings calculated Project Completion Year Project Completion Quan.erlIl

YEAR GED DEPREC ALLOWANCE GFD DEPREC DED.UCTIDN_ GEO TAX SAVING: GEO NET CASH FLOW .
5 Yr MACRS Special 5 Yr MACRS [ T ' o d : Cumulative SaVIngS per Sq Ft 1.00
2016 : ! § 1,742,148 § B7119| 0§ 3ee79II & 7IT0Z| § (172179 % 1,096,495 § - 1§ 928318 g s g $ 890,523
2017 L% 882,105 {5 zeapaz is 204842 § 121,540) § 3Be3E2| S Pos $ $ 1,192,401
2018 $ 397263 i § 158,905 i $ 156905 § 125188F § 284,09 §  B9,630; 1 $ $ 1,390,544
2019 $ 2383568 H 5 95,343 3 95,343 $ 128942 $ 224285 $  B9,630: $ $ $ 1,527,387 . g
2020 § 190616 Pos 7s247 is 762471 § 132810 § 209057| § Bved0)  § § § 1,647,457 GEO Cu m UIatlve Sa\" I‘IgS
2021 $ 166,920 $ 66,768 ) 66,7681 § 136794 § 203562 §  B9,630; g § $ 1,760,441
2022 : i % 140898% % 140,898 % B9,630% % g § 1,809,128
2023 § 145125 § 145125 0§ e%e30i $ § 1,860,351 Year 1 $1'192’401
2024 § 149479 § 149479 §  B9,630; 1 $ % 1,914,186
2025 $ 153%3! § 153,73 $ 896300 g § 1,972,712
2026 2 2 g 4 § 156562: § 156562 $ 89630 $ $ $ 2032009
Geothermal HVAC sustems are classified as "Energy Propery” which are eligible for S ur MACE depreciation and 2 special deprecistion allow ance — - Simple Payback Years: o Yea r 5 $ 1, 760' 44 1
Conventional HYAC systems are generally anly eligible for 33 ur [27.5 wrresidential] straightline depreciation under tax code with no special depreciation allow ance
Analysis assumes a mid-quarter depreciation convention based on the substantial completion quarter Internal Rate of Return: infinite
Tan credits may be carried back up to 3 vears for credits arising in tax vears beginning afrer 12031122
Tax credits ma: be transferred [g:ﬂerallz sold at some discoulft] =] anyunrelategd partﬁ beginning in 2023 Yea r 10 $ 2’03 2' 009
Enerﬁz credit limited to 103 and domestic content and nergy communitg t a1 creditz are not available for Elo'ects Elaced in sen.E:e before 11 2-3




IRA ECONOMICS

80% Bonus and 5 Year MACRS Depreciation

CLIMATEMASTER

Erdisted BARAT hased tir oiren Gt
Tl i ary extimating tood ooy ik Mere Arr Diisedaimer, Tenme & Crimditions

Project Name: [Gulfport Energy HQ Building mm
Conditioned Area (s ft): Vertical Market [ Office State:| Oklahoma |

=g ft per ton:

i #5g A er fo i5 & tyrt o e s enlalings, Vaniabies that efect (i doicte Qiass 3rea e (Y, IREwsticn vatues, Spbting and i iesd ete

Calculated HVAC Tons: 407 Brief Description: | i.e. 3 Story Structure | Business Type:l Pazs-through Entities |

Geothermal Costs Conventional Costs

Conventional HVAC Cost $25.87 per sq ft
57,500 per ton
35 3,052,660 |Total Conventional HVAC Cost

Describe g Comventionst HY0 Sustem: |

Geothermal HWAC Cost persg ft

38,506 per ton

5 3,462,120 [Total Geothermal HVAC Cost

Diescribe g Gectbenmsal Susterm |

i.e. 30 EER geothermal heat pumps i.e. Rooftop single-duct VAWV with electric terminal reheat

Additional Cost: § 409,450
Utility Rebate* £ (237,281}
Net Additional Cost: 3 172178 per ton estimate of utility geo rebate i Varies hased o reg ipcEntives St pour i i o ST it o it
Other Ir ion Costs*™: § 125,000 |portion of electrical, plumbing and GC fees related to HVAC system (for either system) T efy s L ERREIIEROR A COST QUONES 10 ESITale 1S PTder
Income Tax Rate: Corporate / Federal State Faebd o MU fe S S Patie i Lisits Tai
Energy Credit: IIl Domestic Content Credit: Energy Community Credit: Tipe Efenee anplicatie ool rate 5 wadier 479 Guigelives
Energy Inflation: T T mumder fyricay oo i AT e i e Ficylolcy
Savings per sg ﬂ in energy and maintenance Tire f ear a tie e o e e A e 1 EStATIANE IS SRS 18 ARETRative SRSlems
Annual Cost Savings 3 118,000 calculated Project C ion ear 2023 Project Completion Qu arterl
GED DEPREC ALLOWANCE G 0 CO Y O\ GED NET CASH FL
YEAR ; e ve A CRE P .
: al 5 ¥r MACRS t: T be ¥ Annual

2023 5 1674520 5 (172179): 5 5 88500 5 2,181,388 5 81478 5 21,999 $ 2,159,399 ]

2024 26.00% 5 130,644 5 35274 3 35274 3 121,540 5 156814 3 81,478 5 21,859 3 134815 L]

2025 15.60% $ 78386 5 21164 ] 21,164 5 125/186 5 146350 5 81478 5 21,999 5 124,351 ]

2026 11.01% % 55323 5 14837 3 14,937 3 128542 5 143,879 3 81,478 5 21,859 5 121,880 L]

2027 11.01% 3 55323 3 148937 3 14,937 3 132810 5 147747 3 81478 3 21,999 3 125748 3

2028 1.38% 3 6,934 3 1,872 3 1,872 3 135794 5 138667 3 81,478 5 21,859 5 116667 L]

2029 5 140,888 5 140,888 5 81478 5 21,999 5 118899 5 2901759

2030 5 145125 5 145125 3 Bl472 3 21,999 3 123126 5 30242885

2031 5 149,479 5 149,479 5 81478 5 21,999 5 127480 $ 3,152 365

2032 % 153,963 5 153,963 3 81,478 5 21,859 5 131584 5 3284329

2033 $ 158,582 5 158,582 5 81478 5 21,999 5 136583 5 3420912
Geothermal HYAC systems are classified as "Energy Property” which are eligible for 5 ur MACR depreciation and a special depreciation allow ance .

Simple Payback Y : 0
Conventional HYAC systems are generally only eligible for 33 ur [27.5 yr residential) straightline depreciation under tax code with no special depreciation allowance imple Fay ears
Analyziz assumes a mid-quarter depreciation convention based on the substantial completion quarter Internal Rate of Return: infinite:
Tax credits may be carried back up to 3 vears for credits arising in tax years beginning after 12131122
Tax oredits may be transferred [generally sold at some dizcount] to an unrelated party beginning in 2023
Erergy credit limited ta 105 and domestic content and energy community tax credits are not available for projects placedin service befare 111 23
— ==

Installation Comparison
Traditional HVAC $3,237,339

Geothermal $3,779,299

Geothermal Savings

IRA Tax Credit $1,674,920

Savings per Sq Ft 1.00

Geo Cumulative Savings

Year 1 $2,159,399
Year5 $2,762,880

Year 10 $3,428,912



REAL SUCCESS

Geothermal Project Portfolio

TY Qty of Total Smallest Largest

Office — O ffice/Bank/Medical

Public —Fire Stations/Museums/Community Centers/ Religious
Charities — Office/Shelters

Multi-Family

Assisted Living

Education

Lodging - Convention

Retail —Stores/Spas/Recreational

Manufacturing

Industrial - O ffice with Warehouse

Auto / Truck Dealerships

W N = 01 == W N ®

21
10

959,000
119,000
156,000
100,000
88,000
109,000
130,000
132,000
510,000

1,022,000

572,000

"0z | za97,000

3,200
2,000
7,800
30,000
88,000
11,000
130,000
6,800
25,000
2,000
19,100

e

CLIMATEMASTER

118,000
42,000
40,000
40,000
88,000
44,000

130,000
61,000

375,000

507,000

136,400



NEXT STEPS
Inrlation Recuction AT

IRA Geothermal Incentives

] Residential Tax Credit up to 30%
1 Commercial Tax Credit up to 50%

] Accelerated Depreciation

1 Non-Taxable Entity Direct Rebate
] State & Local Rebates

] Geothermal Efficiency & ROI

e

CLIMATEMASTER



YES. We would love to follow up
with you.




Sources/Disclaimer e

CLIMATEMASTER

Sources:

Energy Information Administration - https://www.eia.gov
SBC Magazine - hitp://sbcmag.info

Energy Tax Savers - |IRA Incentive Discussion - YouTube
World Wildlife Organization - hitps://worldwildlife.org
NYSERDA - https://www.nyserda.ny.gov

Disclaimer:

We are not tax professionals and the information provided in this presentation should not be
interpreted as tax advice. Please consult with your own accountant and/or attorney for guidance on
claiming any of the following incentives.


https://www.eia.gov
http://sbcmag.info
https://www.youtube.com/watch?v=DkB1aKq9BbM
https://worldwildlife.org
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